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Practicing;

DECEMBER 1981

An AICPA publication for the local firm

THE NEED FOR AND FUNCTION OF AN OFFICE MANAGER
Why would a local CPA firm need an office man
ager? Surely administrative duties are the respon
sibility of the firm’s partners! Like many local
firms, we thought this way until we reached the
stage where administrative functions were spread
throughout the firm and partners were spending
considerable time on details such as ordering
forms and office supplies. This led us to believe
that we could benefit by coordinating these ac
tivities through a centralized location and by
having someone specifically responsible for them.
Having determined that, we then had to decide
whether this person should be a partner.
There are some definite advantages to having
an office manager instead of a partner take care
of these functions. Partners tend to give adminis
trative duties a lower priority than serving clients.
However, this conflicts with our firm’s philosophy
—that our own firm is our best client and that its
interests should be put first. An office manager has
no conflicting interests and this work receives his
full-time attention. This gives partners more time
to engage in revenue-producing activities and also,
if they wish, to significantly improve the quality
of their lives.
Naturally, there are a few drawbacks to con
sider. It takes time and patience to train a man
ager in the peculiarities of local firm operation,
such as the need for tight scheduling and meeting
deadlines. Also, partners have less direct control
over administrative activities.
Still, lessened partner control of certain activi
ties might not be as great a problem as one might
think. For example, when we found that supplies
were being ordered to suit the preference of cer
tain people rather than the needs of the firm as a
whole, we simply changed the job description for

the office manager to incorporate the purchasing
of standardized office equipment.

When to hire an office manager
The best way to determine whether you need an
office manager is to analyze the administrative
workload of the firm’s partners. Find out how
often they are involved in administrative decisions
and how much of their time this takes. We had all
partners fill out a separate time sheet to see how
much time they spent on administrative duties.
One reason we decided to hire an office manager
was to limit the time our partners were spending
on these functions.
Keep in mind that there are alternatives to
hiring an office manager and to continuing with
your current arrangement. You could let your top
clerical person handle some of the duties to begin
with and phase in more later provided he or she
has the necessary background. If you want to let
your clerical staff handle these functions, make
sure you hire bright people who can be trained.
And if you give the job to a paraprofessional, take
client work away from this person so the same
priority problems that partners had will not con
tinue.
Sometimes the size of the firm is the determinWhat’s Inside ...
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ing factor in whether it is best to hire an office
manager. Obviously, the larger the number of
personnel, particularly clerical, the greater will
be the total time spent on administrative duties,
especially if you have branch offices. Of course,
you may decide that the time to hire someone is
when the bottom line is good enough. However,
if you only look at this factor you will probably
never do it. The really important consideration
should be whether the administrative workload
under your current arrangement makes excessive
time demands on partners. If it does, the longrange effect of having an office manager should
be very positive if partners use their newly-found
time in practice development activities.
What sort of person should you hire? Some
firms think a retired military type is ideal for the
job. (One administrative partner wanted to hire
his former Marine Corps drill sergeant.) They are
used to giving and receiving orders and know how
to handle people and these are very important
qualities to have. Whomever you choose, you must
decide where this position fits in the firm’s man
agement structure. (The position does not carry
the weight of an equity owner.) The usual prac
tice is for the person in this position to report
directly to the managing partner or to an admin
istrative committee comprised of partners.
The following is a job description drawn up for
our office manager with some added comments in
italics.
Position Description
Administrative responsibilities
□ Standardizing and updating firm’s proce
dures, forms and files, etc.
Our system is now color coded.
□ Purchasing and controlling supplies and
forms.
We were always out of certain supplies be
fore.
□ Plant and equipment maintenance and re
pair.

□

□

□
□
□

This includes building apparatus as well as
office equipment.
Firm accounting, reporting and budgeting.
We provide training and guidance in budget
ing.
Billing and collection, time reports and
client charges.
Prepares routine bills. Collections have im
proved substantially.
Coordinate and schedule firm-related social
activities, staff travel and meetings.
Maintain library and update subscriptions.
Coordinate practice development plans,
monitor reports, etc.

Personnel responsibilities
□ Can hire and recommend firing administra
tive and clerical staff to personnel partner.
□ Supervise and direct work of administrative
personnel.
□ Maintain personnel files.
□ Administer and monitor employee benefits.
□ Coordinate and keep records for staff evalu
ation.
If someone has over 24 hours on a particular
job, the evaluation form is sent to the part
ner-in-charge.
□ Orient new staff members to general office
procedures.
Previously, people thought the orientation
process was too rapid.

Scheduling responsibilities
□ Relate client engagements and manpower
requirements.
Partners still do the scheduling on a current
basis.
□ Develop and monitor system to acquire and
process client information on a timely and
effective basis.
Continuing professional education responsibilities
□ Schedule staff CPE courses with personnel
partner.
Find out what staff want to do and when.
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□ Coordinate all in-house CPE courses.
□ Maintain CPE records and course evalua
tions and ensure that all professionals meet
firm’s CPE requirements.

Special projects
□ Has obtained client feedback on a confiden
tial basis.
We believe that having an office manager can
help reduce partner stress by reducing partner
involvement in the minutiae of operating a local
practice. But to put someone in this position and
make it work, you must be able to delegate. Our
advice is to go ahead and try it. We think you will
realize significant benefits over a period of time.
-by James B. Downey, CPA
Santa Fe, New Mexico

Letter to the Editor

Members of our firm read with interest Howard
Bernstein’s article in the October issue about the
use of word processors. We have found another
use that readers might like to know about.
Our operator has been able to design and imple
ment a work scheduling system through our word
processor that allows us to maintain precise con
trol over all the tasks we have in the office at any
given time. Prior to this, we relied on numerous
lists kept by partners and staff. These lists were
rarely coordinated and made every job appear to
have the same importance and priority. Our new
system works like this.
As work comes into the office, it is assigned a
control number. This number, together with a due
date, a tickler date, a priority code, a brief descrip
tion of the work and an estimate of the number of
hours required, is entered into the word processor.
This information is updated each week and
partners are given lists of the work assigned to
them. We can arrange the lists by partner, em
ployee, due date, priority code—whatever we
want. The managing partner gets a control list
covering all the work in the office. To complete
the record, entries are made which note the date
the engagement is concluded and the number of
hours the job took.
I am sure that other CPAs have found still more
uses for their word processors and I am equally
sure that we would all be interested in hearing
about them.
-Rex S. Leforgee, CPA
Twin Falls, Idaho

Local Firm Management
Review Program
Many firms shy away from having reviews of their
operational procedures. Cost could be a factor but
often the reason is that they are not sure they will
reap much benefit from the experience. However,
when they do have a review, firms usually find
that their expectations of its value to them are
greatly exceeded and that it is easily worth the
cost.
The partners of one firm were so pleased with
the upgrading in quality of services that resulted
from three previous reviews under the AICPA
quality review program, that when they heard
about the AICPA management of an accounting
practice committee’s local firm management re
view program, they immediately signed up to have
one.
Here is a brief account of their experience by
the managing partner.
Our firm was founded in 1969 and had grown
steadily in size to where we had a professional
staff of 10 in 1978 when we had the local firm
management review. At the time, we were uncer
tain as to how we would continue growing and
about the form and management structure the
firm should have. We shared these concerns with
the reviewing team the night before the review
began.
The reviewers obviously kept our anxieties in
mind all through the two-day review because, at
the exit conference, they presented us with a list
of ideas and suggestions that we were able to
incorporate into our long-range plan. In fact, the
review was the catalyst for our future growth.
As a result of the help we received in specific
areas of concern, an amazing turnaround occurred
in our firm. We became a professional corpora
tion, elected a managing partner, held our first
partners’ retreat and began a strong recruiting
program. Since that review, we have doubled in
size and a long-term growth pattern has emerged.
The strength of the local firm management re
view program is the versatility of the reviewers,
all of whom are handpicked from successful firms.
We strongly recommend that anyone who is a little
uncomfortable or uncertain about his firm’s man
agement or who would just like to do a slightly
better job take advantage of their insights.
-by Charles E. House, CPA
Duluth, Minnesota

For further information on the program, con
tact Jim Flynn at the Institute (212) 575-6439.
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How to Motivate Your Staff

A motivated staff is essential if a CPA practice
is to grow. But how do you prevent people from
going stale once the work becomes routine? Lack
of enthusiasm on the part of staff members and
a resultant failure to use imagination and initia
tive in their work is a problem in many practices.
At one of the AICPA MAP conferences on people
management, Howard Asher, a Philadelphia CPA,
described his firm’s approach to motivating em
ployees. Believing that an organized program is
the best solution to the problem, Asher and Com
pany, Ltd. use one that is based in part on manage
ment by objectives (MBO) and which is offered
by Donald B. Scholl of Paoli, Pennsylvania.
Mr. Asher explained that four different forms
are used in the program, the idea being to get a
staff member and a supervisor to agree on the
former’s strengths and weaknesses, to the targets
that should be set and to the various responsibili
ties the staff member should be assigned. At the
end of a 12-month period, the staff member and
supervisor complete the final review/joint sum
mary form. Here’s how the program works.
The first form to be used, "Knowledge and Skill’’
(see exhibit 1), is filled out by the staff member and
at least two unidentified supervisors in the follow
ing way. They must all indicate with a check mark
in which of the nine categories of characteristics
listed on the left side of the form the staff member
is least effective (extreme left of the five columns
under "Effectiveness") and in which he or she is
most effective (extreme right column). The staff
member is evaluated in terms of the other seven
categories, too; the check mark being put either in
the column next to the least effective, next to the
most effective or in the middle one. The person
filling out the form can also add his own words in
the column so marked. The 12 descriptive words
in each category help determine which character
istic best describes the staff member.
The reviewer should receive a minimum of three
forms for evaluation and Mr. Asher says that these
usually agree on what is the staff person’s most
effective characteristic. He says disagreements
often show up in the least effective category with
the staff person seeing himself as more effective
in that particular area. The reviewer discusses the
results with the staff member in terms of current
work and future position in the firm. Mr. Asher
says that the form frequently reveals an individ
ual’s potential and that this is considered in the
discussion.
The responsibility form is filled out next. Re

sponsibilities are reviewed four times a year and
the form used for this should provide space for
quarterly ratings on about eight responsibilities
and for comments on how the individual is pro
gressing. The managing partner or the supervisor
usually sets the responsibilities, but sometimes at
the discussion, staff indicate a preference for a
certain level of involvement or responsibility. Mr.
Asher meets these requests where possible which
gives an important boost to staff morale and
motivation.

Setting targets
Setting targets is a very significant element of
management by objectives. The form Asher and
Company use for this part of the program is simi
lar to the previous one—they just substitute the
word targets for responsibilities. The firm ex
plains to staff members what is expected—that
the targets are in addition to their regular respon
sibilities and should specify end results. The staff
is also told that targets should be challenging but
attainable and measurable and that individuals
should be prepared to discuss them with the man
aging partner. Mr. Asher says that the targets must
support the firm’s long-range plans as well as
relate to the staff member's personal-development
objectives.
Asher and Company believes that three or four
targets are sufficient and that staff should choose
at least one that relates to a weakness indicated
on the knowledge and skill form. The targets are
reviewed four times a year which enables the man
aging partner to keep tabs on which ones are not
being met and to press staff for better results.
Mr. Asher finds that people who meet the targets
tend to be those who are most interested in pro
fessional success.
The final review
The final review/joint summary lists five ques
tions to which the staff person and the supervisor
must jointly agree on the answers (see exhibit 2).
The questions concerning performance and career
goals can result in frank discussions and have
enabled Mr. Asher to find out how staff members
view their future with the firm and to offer them
guidance in realizing their potential.
In addition to everything else, the quarterly
meetings provide an opportunity for staff account
ants to discuss with the managing partner any
problems or concerns they have, and Mr. Asher
believes they are an excellent forum for communi
cation within the firm. He is convinced, too, that
the program helps motivate staff and that the ef
fort involved is more than worthwhile.
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Exhibit 2
Final Review/ Joint Summary

Exhibit 1
Knowledge and Skill
Name

Supervisor

If you
wish, add
your own
words

Date

PLANNER
Careful
Imaginative
Routine
Constant

Sloppy
Foresighted
Erratic
Cautious

PROBLEM SOLVER
Analytical
Consistent
Critical
Faulty
Hasty
Creative
Slow
Quick

Effectiveness
Least
Most

What were major
accomplishments___________________________________
last year?

Thorough
Infrequent
Last-minute
Meticulous

Superficial
Routine
Reliable
Successful

Where could
performance have___________________________________
been better?

COMMUNICATOR
Warm
Inhibited
Thorough
Expressive

Sloppy
Weak
Receptive
Efficient

Cold
Unstructured
Patient
Precise

LEADER
Dominating
Uncertain
Weak
Loose

Excitable
Permissive
Fair
Amiable

Partial
Energetic
Heavy-handed
Sure

DECISION MAKER
Decisive
Lone
Slow
Avoider
Quick
Seldom
Frequent
Rash

TRAINER
Systematic
Patient
Sloppy
Off-on

Unprepared
Efficient
Diligent
Slow

TEAM MEMBER
Cooperative Unreliable
Influential
Divisive
Conformist Reliable
Forceful
Reluctant

INNOVATOR
Original
Infrequent
Unnecessary
Constant

What are next
year’s performance___________________________________
goals?

What are
career goals for___________________________________
next five years?

Delayer
Reliable
Participative
Dependent

Conscientious
Knowledgeable
Disinterested
Enthusiastic

Independent
Undisciplined
Contributing
Welcome

What are plans to
improve knowledge___________________________________
and skills?

Additional__________________________________
comments:

Appropriate Consistent
Clever
Sensible
Creative
Unimaginative
Disruptive
Rash

JOB EXPERTISE
Amateur
Improving
Obsolete
Mediocre
Masterful
Balanced
Versatile
Up-to-date

Signatures:
Too technical
Disinterested
Lagging
Thorough

Supervisor
Date

Staff member

Date
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The Effect on Independence of Loans
Which Exist between a Member and a Client
Questions are often raised as to the effect on
independence when outstanding loans exist be
tween a member or his firm and the client. Rule
101—“Independence” of the AICPA Code of Pro
fessional Ethics provides that “A member or a
firm of which he is a partner or shareholder shall
not express an opinion on the financial statements
of an enterprise unless he and his firm are inde
pendent with respect to such enterprise.”
Rule 101 A (3) provides that independence will
be impaired if, during the period of the profes
sional engagement or at the time the opinion is
expressed, the member or his firm “had any loan
to or from the enterprise or any officer, director
or principal stockholder thereof.” With the excep
tion of three specific types of loans received from
a client financial institution, the proscription is
absolute. No outstanding loans, regardless of the
amount, may exist between the firm, its members
or professional employees (if the employees par
ticipate in the engagement or are located in an
office participating in a significant portion of the
engagement) and the client or any of the client’s
officers, directors or principal stockholders.
The proscription does not apply to the follow
ing loans received from a client financial institu
tion when made under normal lending procedures,
terms and requirements:
□ Loans obtained by a member or his firm
which are not material in relation to the net
worth of the borrower.
□ Home mortgages.
□ Other secured loans, except loans guaran
teed by a member’s firm which are otherwise
unsecured.
The term “financial institution” as listed in
Rule 101, refers to banks, insurance, mortgage,
finance companies or other similar organizations
whose normal business activities involve the
granting of loans.
Interpretation 101-5 of the code describes the
meaning of “normal lending procedures, terms
and requirements” for the three types of non
proscribed loans which may be received from a
client financial institution. With respect to these
loans, the procedures, terms and requirements
must “be reasonably comparable to those relating
to other loans of a similar character committed to
other borrowers during the period in which the
loan to the member is committed.” The interpre
tation also points out other considerations the
member should have, such as repayment terms,

interest rates, etc., to determine if the loan is
reasonably comparable to other similar loans
which are available to the public.
This article is based on staff responses to ethics
inquiries and is not an official pronouncement of
the professional ethics executive committee or of
the AICPA. Also, it does not address requirements
of other regulatory bodies.

From Toys to Tools

Although mostly thought of in terms of providing
entertainment—video games and the like—micro
computers (or personal computers) can offer
much more than amusing diversions. With proper
programming, they can aid efficiency and add to
the incomes of small businesses and professional
practices. In reality, the microcomputer is an in
expensive tool which, in the near future, seems
destined to become as necessary and as common
place in the office as the electronic calculator is
today.
Software availability and sophistication are
growing rapidly and many CPA firms are purchas
ing microcomputers to limit their service bureau
costs. The minimum configuration needed for
such use in business consists of a display device
(TV monitor), logic unit, diskette storage and a
printer. The cost for such equipment is about
$2,500 and higher, depending on options.
Because of the low cost, microcomputers are
often acquired on impulse. Instead, you should
first consider how you want to use the machine,
whether software for the system you have in mind
is currently available and whether you can obtain
service in your area.
Information retrieval systems are available for
most microcomputers and some of these have
particularly useful applications in a CPA practice.
For example, the programs can be used for creat
ing tax calendars, client information and mailing
lists, personnel files and to-do lists. You can even
obtain programs to help with scheduling and staff
ing requirements and to determine fringe benefits.
In fact, several third-party software companies
have developed programs—primarily tax planning
and electronic worksheets—specifically directed
toward CPA firms. The electronic worksheet pro
grams allow flexible report formatting and com
plex mathematical computations. They are useful
for analytical review computations, forecasting
and modeling, and consolidations and elimina
tions.
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There are other applications which can make
the microcomputer an extremely useful tool to a
CPA firm. With the appropriate program and the
simple addition of a printer, the machine becomes
a word processor. Or if one adds an accoustic
coupler or modem, it can be made to communi
cate.
Remote computing or timesharing allows a CPA
to access interactive problem-solving programs on
commercially available computer networks. The
timesharing companies utilize local or WATS tele
phone numbers, making access to their computer
systems simple and inexpensive. And many offer
data bases containing consumer and other infor
mation—even stock and futures prices.
-by Mark A. Fien, CPA
Newark, New Jersey
Some timesharing vendors have a modest sign
up fee; however, members of the AICPA have ac
cess to the AICPA/Comshare and AICPA/Tym
share libraries with no sign-up fees or minimum
charges. These libraries contain over 150 different
accounting, financial, investment and tax-related
programs. For further information write to the
AICPA in New York.

We’d Like Your Help
The accounting and review services committee
requests your help in identifying practice prob
lems in compilation and review engagements. If
you are aware of any problems, please complete
the form below (or a photocopy) and mail it to
Jack Shohet at the Institute.

Please identify any emerging or current
compilation and review practice problems
that may require the issuance of a statement
on standards for accounting and review ser
vices, or an interpretation. Please be specific.
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